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According to the BP Statistical Review of World Energy 2007, more carbon dioxide (CO2) was emitted into the
atmosphere in the past five years than in the second half of the 1990s, despite the high prices of oil and gas. The
review describes “robust demand” from Asia with China alone accounting for 15% of global energy consumption and
70% of growth in the consumption of coal, the most polluting of all fossil fuels. Dennis Ang, president of Statoil Asia
Pacific, the Singapore based affiliate of Norway's largest company, shares his views with Knowledge@SMU on global
energy issues, the environmental impacts of Asia’s fast growing demand for energy, and how the region could do
much more in moving towards a ’greener’ future.  
Knowledge@SMU: Why do you think oil prices have reached unprecedented levels recently?
Ang: A combination of factors has driven up oil prices. One is the under-investment by the oil and gas industry
which is further aggravated by the ongoing surge in demand due to unparalleled economic growth, especially in Asia.
Natural disasters also play a part, such as Hurricane Katrina in the US which affected oil and gas production. We
should also remember that geopolitics has a great impact on oil and gas prices. Political developments anywhere can
cause gyrations in the market, hence the volatile prices that you see this year. In the US, for example, significant
increases in gasoline demand combined with consistent under-investment in new refining capacity has led to
increasing gasoline imports. US refineries are commanding large margins owing to the shortage of domestic
processing capacity. Tight supplies combined with capacity bottlenecks, rising demand, geopolitical developments
and price volatility have created huge challenges facing the industry, governments and consumers. 
At the same time, it should be noted that current oil prices are spurring the industry on to commit to exploration and
production of new oil and gas fields in ‘difficult’ areas. It costs companies much more to locate, develop and produce
oil and gas in inhospitable areas like the Arctic, or under the seas in water depths up to 4,000 metres. So, there is a
plus side to the high prices as previously uneconomic fields and reservoirs become worthwhile for development by oil
majors.
Knowledge@SMU: How did Statoil Asia Pacific enter the region and how is it performing here?
Ang: We were established to represent Statoil, Norway’s national oil company, in marketing crude oil to the large
and growing market in Asia. Our business has grown to include trading of LPG (liquefied petroleum gas) and oil
products such as gasoil and fuel oil, and upstream business development. Statoil has significant interests in oil and
gas fields in Norway, Angola, Nigeria, Algeria, Azerbaijan, Indonesia and China.
Out of a total figure of two million barrels per day (bpd) marketed by our parent company, we are responsible for
marketing over 100,000 bpd of crude oil in Asia. We have leased an 11-million barrel storage facility in Korea, which
means we are well positioned to supply our customers in northeast Asia. During the low demand season in Europe,
we play a role in relieving over-supply of crude in the North Sea. We help to create a certain degree of supply
security, and widen the choices of various grades of crude oil to Asian customers by offering an alternative to Middle
East sour crudes.   
Knowledge@SMU: Is Asia’s growing demand for energy a cause for concern?
Ang: Asia requires 25 million bpd of oil which is 29% of world consumption of 86 million bpd. Asia produces around
one third of its needs and imports about 16 million bpd. Middle East crude oil accounts for 73% of Asia’s crude
imports. The region’s huge reliance on Middle East supply means Asian customers pay more than US or European
consumers, and are also more exposed to the geopolitical situation in the Middle East.
Another cause for concern is the rapid and artificial growth of energy demand due to government price ceilings.
Indications are that in deregulated markets in the region, the impact of price increases is felt immediately and
demand adjusts accordingly. In regulated markets, however, the consumer is protected by government-mandated
price ceilings. In several Asian countries there are ceilings on gasoline, diesel kerosene and LPG retail prices. In some
cases, the government will pay a subsidy to oil companies, but in others the industry is left to carry the subsidy
burden. This is, of course, a big disincentive to the industry and discourages further investment in the retail sector.
Other negative side-effects of subsidies is wastage by consumers, and the smuggling of oil from low priced
subsidised markets to higher priced markets.  
Knowledge@SMU: What can the authorities, businesses and consumers in Asia do?
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Ang: Energy subsidy is a politically-sensitive issue. However, I believe  governments need to be bold in addressing
this problem by working towards deregulated pricing in order to allow market mechanisms to regulate demand. As has
happened before, decisions to cut or remove subsidies have been reversed when they turned out to be politically
unpopular. Ultimately, consumers have to pay market rates and, in the long term, it is wise for countries not to
shield their people from economic realities.
Since Asia’s rapid growth is contributing to environmental pollution and global warming, governments, businesses and
consumers should work together to take responsibility for the environment. A lot more can be done to use less
polluting fuels by switching to LNG or gas, and reducing dependence on coal which generates huge amounts of
carbon dioxide which contributes to global warming. For this to happen, new facilities and infrastructure have to be
built to capitalise on alternative energies. In the long-term, this will be money well spent.
Asia currently has 13 out of the world’s 20 largest megacities. The expanding populations of these cities have
greatly increased demand for transportation. There is an urgent need to improve public transportation and
infrastructure to relieve the pressure on private car ownership which is being fuelled by fast growing wealth. For
example, in Beijing, there are about 2,000 cars being added daily to the vehicle population of 3 million. Also, gasoline
powered vehicles continue to be most popular in Asia, whereas in Europe, thanks to technology improvements and
policy changes, diesel-powered cars have become extremely popular.  
Governments in the region should take a more active role in promoting diesel-powered vehicles, or for that matter
less polluting vehicles such as hybrid cars that run on a combination of electricity and petrol or hydrogen fuel cells
and petrol. Authorities can offer incentives for consumers to buy hybrid cars and encourage the building of
hydrogen-charging stations and facilities for fuel cell cars. Biofuels are renewable fuels that could also be exploited
and put to greater use in Asia. Promoting the wider use of bio-diesel and bio-ethanol will help reduce demand for
fossil fuel. In the EU, the use of biodiesel is being promoted through tax incentives and is expected to become law in
the future.
Knowledge@SMU: Overall,how do you think Asia is doing to promote a greener environment?
Ang: Asia is slower than the west in moving to clean up the air and the environment. It still has a long way to go in
getting the population at large to appreciate and actively support the green movement. I suppose it will require
efforts from all parties -- governments, businesses and consumers -- to realise that, collectively, they can make a
difference.
Take recycling, for example. Almost everything used in our daily lives can be recycled. In Norway, it is a widely
accepted to spend some time in separating glass, plastic and paper. In Asia, you see huge piles of rubbish and no
effort to separate these items for recycling. It shows that people in the region don’t give priority to solving the
problem of waste, and don’t see how they can contribute to a better living environment in the future. Asia has a
growing urban population of middle class consumers living in a throw-away culture. While official campaigns can help
to educate such people on the benefits of recycling, I feel the efforts are best invested in educating children on its
importance. The message has to be communicated that, without recycling, the environment will be unlivable in for
future generations.
Knowledge@SMU: How do you think the oil and gas industry is living up to its responsibilities?
Ang: As an oil and gas company, we are working actively to be part of the solution of pollution and global warming.
Statoil gives top priority to strict environmental standards and to cause ‘zero harm” to the environment and society
in our operations. Amongst other things, this entails eliminating emissions of greenhouse gas such as CO2. Instead of
being vented, CO2 is captured and re-injected into the ground. For the third year in a row, we were ranked by the
Dow Jones Sustainability World Index as the world’s best oil and gas company in terms of sustainability.The index
was set up to give due recognition to companies that integrate long-term economic, environmental and social issues
in their business strategy while maintaining global competitiveness and brand reputation.
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